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Abstract 
Beginning with 2005, all the entities listed on the European Union regulated markets must prepare consolidated financial 
statements in accordance with the International Financial Reporting Standards (IFRS). Romanian listed entities 
compulsorily apply the IFRSs starting with the consolidated financial statements prepared for the financial year 2007. The 
main objective of this study is to identify and measure the impact of first-time adoption of IFRS on the performance of 
Romanian listed entities, performance being expressed by means of net income. The results suggest that no clear tendency 
can be identified regarding changes in net income of listed entities generated by the transition from Romanian accounting 
regulations to IFRS.   
 
© 2012 Published by Elsevier Ltd. Selection and peer-review under responsibility of the Emerging 
Markets Queries in Finance and Business local organization 
 
Keywords: IFRS; Romanian listed entities; performance; consolidated financial statements; stakeholders; first-time adoption of IFRS 
 
 
* Corresponding author:, Tel.: +40-265-219-034; fax: +40-265-219-034. 
E-mail address: pascanirina@yahoo.com; irina.pascan@ea.upm.ro. 
Available online at www.sciencedirect.com
© 2012 The Authors. lished by Elsevier Ltd.
Selection and peer review under responsibility of Emerging Markets Queries in Finance and Business local organization.
Open access under CC BY-NC-ND license.
Open access under CC BY-NC-ND license.
212   Irina-Doina Pa˘şcan and Mioara Ţurcaş /  Procedia Economics and Finance  3 ( 2012 )  211 – 216 
1. Introduction 
At European level, from 2005, all the entities listed on the European Union regulated markets must prepare 
consolidated financial statements according with the International Financial Reporting Standards (IFRS). 
In Romania, the IFRSs were adopted gradually, starting with the credit institutions, which must prepare 
IFRS consolidated financial statements starting with the financial year 2006. The scope of IFRS extends in the 
financial year 2007, when Romanian listed entities compulsorily apply the IFRSs for the preparation of 
consolidated financial statements. Beginning with January 1st, 2012, the credit institutions have to keep the 
accountancy records according to IFRSs and will publish the individual annual financial statements according 
to IFRS, in Romanian and national currency. Recently, IFRS became mandatory for individual financial 
statements of listed entities, prepared beginning with the financial year 2012. 
The research literature underlines the benefits of IFRS adoption, related to the increase comparability and 
transparency of financial reporting Haverals, 2007, the harmonization of internal and external reporting under 
the business Jermakowicz, 2004, the decrease of 
information asymmetry Djatej et al., 2009 or to the fact that IFRS adoption may improve the functioning of 
capital markets Schleicher et al., 2010. Also, the international standards make financial statements more 
credible Dumontier and Raffouriner, 1998 cited in Petreski, 2006: 4. 
On the other hand, the limits of IFRS implementation are also documented in the research literature. Many 
authors suggest that IFRSs are too complex, costly and burdensome Guerreiro et al., 2008; Callao et al., 2007; 
Jermakowicz and Gornik-Tomaszewski, 2006 or that IFRS have affected negatively the relevance of financial 
reporting Callao et al., 2010; Hung and Subramanyam, 2007 and the local comparability, as a consequence of 
-  Street and Larson, 2004; Callao et al., 2007. 
Some researchers have concluded that factors unique to a certain country, such as the economy, politics, 
laws, regulations and culture, may influence the adoption and implementation of IFRS in that country, with 
effects on the comparability between countries Holm et al., 2009; Jeanjean and Stolowy, 2008; Hung and 
Subramanyam, 2007. 
Great interest is shown in the literature for the study of the effects of IFRS adoption on the financial 
ons is important because, while IAS adoption might lead 
Hung and 
Subramanyan, 2004 cited in Petreski, 2006: 4. Empirical research conducted in EU member states testifies that, 
in most cases, performance measured according to IFRS is greater that performance reported based on previous 
generally accepted accounting principles Finland: Adams et al., 1993; France: Marchal et al., 2007; Germany: 
Hung and Subramanyam, 2007; Italy: Cordazzo, 2008; Portugal: Cordeiro et al., 2009; United Kingdom: 
Stenka and Ormrod, 2007 and Callao et al., 2010. 
IFRS implementation in Romania was initially analyzed in theoretical studies, focused on the stages of 
Romanian accounting reform Albu et al., 2011 or on the advantages and difficulties arising from the transition 
to IFR . 
Empirical research related to IFRS adoption in Romania analysed the conformity of published financial 
statements with the disclosure requirements from IFRS , the disclosure practices related 
, the costs of IFRS implementation 2007 and its possible benefits, such 
as better financial communication that created the economic advantage of a lower cost of capital for Romanian 
listed companies  find that the image of Romanian listed entities may be 
totally different when the IFRS referential is used, significant differences arising especially for net income and 
equity. Filip and Raffournier 2010 investigated the value relevance of earnings of Romanian listed companies 
over the years 1998 2004 and find that the association between accounting earnings and stock returns is 
comparable to the levels reported by studies conducted on more mature markets. Also, their results shown that 
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the replacement, in 2001, of the former accounting system by a more market-oriented and IFRSs-based 
 
The study of the research literature revealed that the impact of IFRS on the figures reported in the financial 
statements of listed entities can be material. Studies that measured the impact of IFRS adoption on accounting 
data have been conducted in most EU countries, but we are not aware of similar studies realized for the case of 
Romanian entities. The purpose of our paper is to fill this gap, by measuring the impact of first-time adoption 
of IFRS on the performance of Romanian listed entities. 
Our research provides several contributions to the accounting literature and to the users of accounting 
information. First, it offers insight into the IFRS implementation in Romania, an emerging market, by 
measuring the impact that first-time adoption of IFRS has on performance reported by listed groups. 
Furthermore, given that Romanian listed entities will compulsorily report their first IFRS individual financial 
statements for the financial year 2012, our paper could be used by the stakeholders (especially investors). Our 
results, relative to the changes in reported performance of Romanian listed groups generated by the transition 
from Romanian accounting regulation to IFRS, as well as the main IFRSs that influenced performance 
measurement, could help stakeholders to anticipate the impact of IFRS on the first IFRS individual financial 
statements. 
2. Methodology  
Our main objective is to measure the impact of first-time adoption of IFRS on the performance of Romanian 
groups of listed enterprises, performance expressed by means of net income. 
Data was collected from the consolidated financial statements, available on the websites of studied entities 
or on the website of Romanian National Securities Commission www.cnvmr.ro. 
Our sample consists of all the Romanian entities, listed on the Bucharest Stock Exchange, exchange 
segment BSE, tier I and II, that prepare consolidated financial statements. The financial institutions were 
eliminated from the study, given their specific activity and the fact that they are subjected to different 
accounting regulations. Accordingly, the final sample contains 14 entities that must prepare consolidated 
financial statements in accordance with IFRS from January 1st, 2007. 
The 14 entities listed on BSE prepared and published, for the financial year 2007, consolidated financial 
statements in accordance with IFRS, as required by Romanian legislation in force, with one exception, that will 
be shown below. 
3. Results and findings 
Analyzing the data published by the entities from the sample, we identified the following aspects regarding 
the first consolidate financial statements prepared in accordance with IFRS: 
 for 5 entities, the reporting date for the first consolidated financial statements in accordance with IFRS was  
December 31, 2007; 
 one entity presented its first consolidated financial statements for the financial year 2008 and applied the 
IFRSs for their preparation; 
 the other 8 entities have chosen to report the first consolidated financial statements in accordance with IFRS 
before 2007, thus before the existence of a legal obligation. 
We analyzed the first IFRS consolidated financial statements published by entities in the sample in order to 
-time Adoption of International 
re not satisfactory, given that only a small number 
ted accounting principles GAAP to 
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IFRS 1, paragraph 38. To 
comply with this requirement, an entity should present, in the first IFRS consolidated financial statements, 
reconciliations of its equity reported under previous GAAP to its equity under IFRSs (for the date of transition 
to IFRSs and for 
annual financial statements). Only 2 of the analyzed entities have offered all these reconciliations under IFRS 
1, and other 2 entities have presented only reconciliation of profit or loss.  
The impact of first-time adoption of IFRS on the performance of Romanian listed groups is presented 
below, based on the reconciliations of profit or loss published by some of the studied entities. 
Table 1. The impact of IFRS on the performance of Romanian listed groups 
Name Date of net income 
Net income RAR 
(lei) 
Net income IFRS 
(lei) 
The impact of IFRS on 
performance (%) 
1 2 3 4 5 = (4  3) / 3 
Alumil Rom Industry  31.12.2005 11,456,023 12,434,213 +8.54% 
 31.12.2006 1,323,507 806,683 -39.05% 
C.N.T.E.E. Transelectrica 31.12.2002 29,533,300 -62,232,900 -310.72% 
Flamingo  31.12.2004 15,707,700 14,806,900 -5.73% 
Impact Developer & Contractor S.A. 31.12.2006 7,401,076 107,893,139 +1,358% 
These results indicate that IFRS had a varied impact on the performance of analyzed Romanian entities, 
expressed by means of net income reported in the first IFRS consolidated financial statements. Even if 
presented data were referring to the same reporting period, we consider that determining an average for the 
increase or the decrease in net income due to first-time application of IFRS is not relevant or representative.  
Similar to the findings for Polish Jaruga et al., 2007 or Spanish entities Perramon and Amat, 2007, our 
results suggest that no clear tendency can be identified regarding changes in net income of Romanian listed 
entities generated by the transition from national accounting regulations to IFRS. 
Next, using the information from the notes to consolidated financial statements (especially for the five 
entities from the table above), we present the main international standards that have generated substantial effect 
on the performance of Romanian listed groups. 
Before 1 January 2004, the Romanian economy was hyperinflationary; thus, the IFRS consolidated financial 
statements prepared before 2004, including comparative data, presents restatements made in accordance with 
Rom Industry, C.N.T.E.E. Transelectrica and Flamingo International, the impact of IAS 29 on performance 
was material.  
For the group C.N.T.E.E. Transelectrica, first-
also positive changes in net income of the group C.N.T.E.E. Transelectrica, generated mainly by the 
 
Changes in net income of the group Flamingo International were due to the provisions of the following 
international standards .  
For Impact Developer&Contractor, IFRS generated a spectacular growth of performance, resulted from the 
application of IAS 40. Thus, the entity used the provisions of IAS 40 regarding the fair value model and 
evaluated at fair value some parts of the owned land, for which projects were not planned over the next 2-3 
years. 
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4. Discussion and conclusion 
Several conclusions can be drawn from the findings of our study. First, the majority (57.14%) of the studied 
Romanian listed groups voluntary applied the international financial reporting standards. In our opinion, for 
Romanian entities, the choice to adopt IFRS, previous to such a legal requirement, can be explained with 
reference to the stages of Romanian accounting reform, which have gradually introduced the IFRSs, or to the 
fact that the use of IFRS allows multinational groups to apply uniform accounting regulations, in all 
subsidiaries, which can optimize internal communication and quality of financial statements. Also, for 
international entities or entities that perform important transactions with foreign companies, adoption of IFRS 
provides necessary premises to ensure that published financial information are understandable and comparable. 
Moreover, on the markets with a competitive increasing level, IFRS application allows entities to relate to other 
similar entities worldwide, and on the other hand, allows investors and other stakeholders to compare financial 
information regarding performance, financial position and cash flows of an entity to competitors at global level. 
Second, the impact of first-time adoption of IFRS on performance of Romanian listed groups differs from 
one entity to another; the IFRSs have generated, in some cases, a slight increase or decrease of net income 
reported in the consolidated financial statements, but also a dramatic increase in net income for one analyzed 
entity. These different effects may be due to the size of the entities, to their field of activity that can "stimulate" 
the adoption of favorable provisions of IFRS or to the conditions of IFRS adoption  mandatory or voluntary.  
instruments: recognition and 
ated substantial effect on the 
performance of Romanian listed groups. 
The most important limit of this research is the small number of observations included in the analysis. 
However, despite the small number of observations, we consider that the findings obtained are fundamental, 
given the fact that we included in the research all Romanian entities listed on Bucharest Stock Exchange, 
exchange segment BSE, tier I and II, that prepare consolidated financial statements.  
Future research could be focused on studying the impact of IFRS on performance of Romanian listed 
groups, subsequent to the first-time adoption. Also, given that Romanian listed entities will report their first 
IFRS individual financial statements for the financial year 2012, it would be interesting to measure the impact 
of IFRS on accounting data presented in the individual financial statements and compare the results with the 
findings from this research. 
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